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1. THE SIGNinCAMCE OF THE LDP ELFCTIDKS 



PriBe Minister Yasuhiro Nakasonei who formed his first cabinet on 
Moveaber 27, 1982, plans to retire on October 30 both as prime minister 
of Japan and as president of the Liberal Democratic Party (LDP), the 
consenrative party that has governed Japan for the past 32 years. 
Because the LDP has some 445 seats in Japan's two-house, 764-seat 
parliament (the Diet), the person selected as LDP party president for 
the next two-year term will be elected prime minister by majority vote 
in the Diet. 

The LDP wUl inaugurate its new president in a convention scheduled for 
October 31. Selection of the LDP leader, and thus the prime minister, 
is almost exclusively determined by power politics of the party's 
personal leadership factions. The LDP, although with mlll^Lons of 
"members" technically on the books, is controlled and led by its 
parliamentary representatives. LDP Diet members belong to factions, 
whose main purpose is to got their leader elected party president. 

In this election, three major LDP faction leaders—LDP Executive Council 
Cbaiman Shintaro Abe, Finance Minister Kiichi Miyazawa, and LDP 
Secretary General Noboru Takeshita-- and possibly former LDP Vice 
President Susudu Nikaido are vying to succeed Nakasone. Takeshita, 
leader of the largest faction, is the current favorite. Abe and 
myazawa bring to the race greater foreign policy expertise, but their 
ability to win will depend more on political maneuvering and deals with 
other faction leaders than on any specific qualification for office. 
With his small faction of under twenty members, Nikaido has little 
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chance of winning, but if be can muster tbe necessary 50 supporters 
a«ong tbe Diet's LDP members, be can force a nationwide party primary on 
October 28 tbat will weed out tbe weakest candidate befor^ tbe 
oonrention. If tbat bappens, LDP Diet members are to meet on October 30 
to select a party president among tbe remaining tbree contenders. If 
HUttido falls, tbere would be only tbree candidates, and tbe race would 
be decided only by Diet members at tbe convention or perhaps by a deal 
among tbe tbree leading candidates prior to tbe convention. 

Tbe outcome of tbis election is crucial botb for Japan and tbe United 
States. Short of a nuclear war, no other country is as important to tbe 
United States and has as vucb impact on tbe daily lives of Americans as 
Japan. let tbe new prime minister will assune bis post at a time of 
tremendous strain in tbe U.S. -Japan relationship, largely due to 
economic issues. 

."span's economic siffiiflcance to tbe United SUtes has increased 
phenomenally in tbe last few years. U.S. -Japan trade totaled $109 
billion in 1986. In 1986 tbe net flow of Japanese capital abroad reached 
$113 billion, a 66 percent increase over 1985. Japan's direct foreign 
investment in 1986 totaled $22.3 billion, of which $10.2 billion went to 
the United States. One-third of Japan's total direct foreign investment 
is in the United States. 

Hudi of this capital comes from Japan's success as an exporting nation. 
Japan's overall world trade surplus in fiscal year 1986 (ending March 
31, 1987) was an astounding $101.* billion. Bearly $60 billion of this 
surplus is attributable to U.S. -Japan t.-ade. Meanwhile, the U.S. trade 



deficit baa reached stagger ing proportlons~$39.5 billion m the second 
quarter of 1987 alone. Since 1980, the O.S. trade deficit with Ja^n has 
■ore than doubled; It was $34.8 billion in the .rst seven months of 
1987. Reflecting these trends, the Onlted States has become the world's 
largest debtor nation, with a net foreign debt of about $250 billion In 
spring 1987, and Japan the world's largest credited* nation, with net 
foreign assets of about the saffle value. 

Japan's next priiie ■inister will also find his task difficult because he 
will take over from the most popular postwar leader of Japan, amot« both 
Japanese and Aaericans. Osing innovative tactics, Nakasone presided 
over major changes m Japanese politics and society: e35)andlng Japan's 
defense capability, privatizing more of the econony, and opening 
Japanese markets to more foreign goods and services. But many of these 
changes are far free cooiplete; also, both the changes Nakasone initiated 
and the style in which he made them were not without resistance from 
Important elements m Japanese society. His successor must deal vith 
the ejqpectations that he live up to Nakasone's style and complete his 
acoompliabments and yet must also deal with the consequences of his 
predecessor's changes. 

This briefing focuses on the key issue of the leadership race: whether 
the new prime minister will successfully manage the strains in 
U.S. -Japan relations and within Japanese society. Part II describes how 
prime ministers are selected in the Japanese political system. Part III 
outlines the prospects of the four LDP presidential candidates and 
traces the legacy of Nakasone. Part I? presents the key issws facing 
the new prime minister and their li^>licatlons for the Onlted States. 
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II. THE Mtf lMG OF JAPAM'S PRItC MTWTSTRB 



Pari lament an d the Prime Mlnlatep 

Japan, like all other advanced industrial democracies except the United 
States, has a parliamentary system. The Diet has two houses: the House 
of Councillors (252 members) and the House of Representatives (512 
members) . The House of Representatives has become the more important of 
the two chambers: in ease of disagreement between the two houses, the 
House of Representatives* s decision takes priority with respect to the 
passagb of budgets, treaties, and the election of the prime minister. 
Prime ministers and the cabinet almost always are chosen from among 
menbars of the House of Representatives. 

The prime minister is elected by the Diet and is directly accountable to 
it. In effect, the prime minister and his cabinet function as the 
•executive committee" of the parliament. Thus, the Diet can force the 
prime minister to resign or to call new elections (through a "vote of no 
confidence"). The prime minister, however, does have some independent 
powers. For example, he can choose his own caWnet members without 
baring them approved by the Diet. He also cau ask the Bnperor at any 
time to dissolve the House of Representatives and call new elections 
(but according to the ConstituMon, an election must be held within four 
years of the previous one) . Thus the political party that can gain a 
majority of seats in the Diet gets to control the parliament, choose the 
la-ime minister, and determine when elections are held. 

In Japan, one party has held unbroken power for 32 years, a record among 
the Industrialized democracies. Since its formation in 1955, the 
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Liberal Democratic Party haa held a majority of seats in the Diet and 
thus has selected the prime minister from its rank.). On votes for prime 
minister, as on all other parliamentary votes, party discipline is 
enforced~once the LDP decides on a policy, its Diet members must vote 
for it. 

The Support Base and Policies of the LDP 

Much of the LDP -8 traditional support comes from farmers and rural 
residents, irtioae votes count more than those of urban voters due to 
serious malapportioment of seats. Since World War II, however, Japan's 
rural population has been halved, from two-thirds to one-third of the 
total population. Between 196 1 and 1983, the nunber of farmers 
decreased by half (to about 6.5 million). Most of those left in farming 
are only part-time farmers. This urbanization and other factors (such 
as a reaction against environnental pollution in t*.-. major cities) 
gradually diminished the party's support base. 

Between 1976 and 1980 the combined seats of the opposition parties 
nearly equaled that of the LDP, and many predicted it was only a matter 
of time before the LDP sunk below a majority of seats. Shifting its 
policies to take urban voters* demands into greater account^ the party 
rebounded with a large election victory in 1980, then slipped somewhat 
again in 1983* The landsl .de victory in July 1986, which gave the LDP 
440 seats—its greatest majority since the 1960s— seemed to confirm a 
recent trend: greater nuDbers of urban, middle-class salaried employees 
and their families who supported the opposition parties in the 1970s are 
now casting their vote for LDP candidates. 
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It Should be kept in mind tbat the landslide parliamentary victories of 
1986 were accomplished with less than 50 percent of the popular vote. 
The difference between the number of seats the LDP won and the nmber of 
votes it received is caused in part by malapportioment and in part by 
the nature of the parliamentary election process. In elections for the 
House of Representatives, for example, although the voter has only one 
vote, several candidates are elected from each district (usially three 
to five but ocassionally one to six are elected, depending on the 
district's popiaation). The LDP may run more than one candidate for the 
various seats. This system results in candidate-centered rather than 
party-center e ^paigns and in the absence of an exact relationship 
between the number of votes east for party candidates and the number of 
seats won by the party. 



The LDP is the most conservative of Japan's major political parties, but 
its members' political views range from what in the United States would 
be right-wing Republicans to moderate liberal Democrats. Other than 
strong support for a capitalist private-enterprise economy and 
commitment to the U.S. -Japan alliance, LDP policies have been very 
flexible and responsive to public pressure—one of the reasons the party 
has stayed in power so long. For example, in the 1970s when it was 
severely challenged by the opposition parties, the LDP expanded the 
welfare system, instituted the most stringent anti -pollution lai-s in tue 
world, and by the end of the de-^ade ran huge yearly budget deficits. In 
the 1980s, this same party has cut back government spending, expanded 
defense capability, and privatized public corporations. 
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Llaltatlona o n the Prime Mlnlater's Power 

Aa leader of a party with a perennial majority of seata in the Diet, 
Japan* a prime mlniater appeara to ha^e a degree of power that would make 
Ronald Reagan or Margaret Thatcher green with envy. Perhapa thia 
explalna why aoue American off iciala and politiciana cannot underatand 
why a prime miniater may not be able to deliver on hia promiaea to 
accommodate American demanda. Yet the prime miniater* a power ia much 
more limited than it may appear. Firat, he ia limited by hia party* a 
diverae aupport baae, making it difficult for the party to reach a 
conaenaua. Luagine, if you will, a party which encompaasea political 
viowa that range from Jeaae Helma to Ted Kennedy and which encompaaaea 
auch intereata aa big buaineaa and amall firma, manufacturing and 
agriculture, rural and metropolitan areaa, welfare groupa and financial 
inatitutiona, and exporting companiea that want to prevent U.S. 
protectionism and companiea that benefit from a closed domestic market. 

Second, the party and ita aupporting intereat groupa are not the only 
powerful actor a in policymaking. The elite national bureaucracy haa 
great preatige and playa a major role in initiating aa well aa executing 
policy, aa ia the case in France. The moat important parta of the 
bureaucracy in Japan are the two ecoaomic agenciea— the Miniatry of 
Finance and the Miniatry of International Trade and Induatry (MITI). Tfce 
former preaidea over the all-important budget proceaa while the latter 
nupenrlaes and implements induatrial and trade policy. 

In comparison with the American ayaten, the bureaucracy playa a much 
greater role in drafting legislation. Most bills are formulated in the 
^ bureaucracy before they are aent to the LDP for review, revision, and 
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approval; only then do they come before the Diet. This bureaucracy is 
by no aeans cohts've, with ministries freqi'ently engaged in "turf wars" 
over policy Jurisdiction. Foi example, MITI, with the computer industry 
oonaidered its turf, and the Ministry of Posts, with communications in 
its purview, have recently engaged in tremendous stru-^gles over w^ .ch 
will control the networks that link computer data. The bureaucracy's 
powerful but fragaented role means that prime ministers either find it 
difficult to Impose their policy if major ministries oppose it or must 
somehow seek compromise between competing agencies. 

Third, even the perennial opposition parties are not without some 
influence. On bills that they find particularly objectionable, they can 
hinder deliberations through procedural delays or by boycotting Diet 
sessions. Although the LDP has the votes to force bills through anyway, 
it is reluctant to do so, partly because it would give the party a bad 
image and partly because Diet sessions are rather short and the 
opposition's cooperation is needed to process other bills efficiently or 
to extend the session if required. The LDP theixrfore tends not to 
introduce bills the opposition strongly opposes and tends to compromise 
with at least some opposition pa. ties on nonessential items of the bills 
it does introduce. Despite a majority, even in the Diet the freedom of 
action of the party and the prime minister is incomplete. Perhaps the 
greatest inhibitor of a prime minister's power in Japan, however, is the 
fact that he is really not even the sole leader of the LDP. The party 
is sharply divided into several factions and it is they that determine 
who will become prime minister. 

»3 
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J'^«^tlona; Detarminant-. n pf Political Leadarahln 

Pactions in the LDP are not informal groupings of politicians with a 
shared political philosophy, as when we speak of the "liberal wing" of 
the U.S. Democratic Party. The LDP factions are much more organized an. 
formal—they meet together on a regulai* basis, maintain offices and 
staffs— an*! they are exclusive— one cannot belong to more than one 
faction. Thus they are more like mini-parties within the LDP. 

Although there may be some nuances of difference on a particular issue, 
factions have historically exhibited few consistent differences on 
policy. In fact each faction's members hold such a diversity of views 
that when Diet members have similar policy interests they usvally form 
informal "study groups" made up of members of several factions. 

Factions are primarily a vehicle of political self-interest and mutual 
loyalty between the member <^ and the faction leader, each receiving 
something from the relationship . A conservative politican wishing to 
run for the Diet usually affiliates himself with a faction either when 
running for election or after winning a seat. Joining a faction 
improves a prospective candidate's chances of winning in two ways. A 
faction leader will use his influence to try to get existing or 
potential faction members endorsed as an official party candidate in 
that district, and he will provide his faction members with campaign 
funds. Given the great expense of Japanese elections and the LDP's 
policy of providing equal funds to each of its candidates in a given 
district, the funding advantage a candidate can get from a faction 
leader may mean the difference between victory and defeat. Thus 
factionalism within the party is perpetuated by competition between LDP 
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candidates it Japan's multimemoer districts and the need for funds. 



Once in the faction, the Diet member's gradual moves up within its ranks 
are based on seniority. If he continues to be reelected, he will attain 
sub-cabinet and cabinet positions through the influence of his faction. 
Eventually, sealor Diet members may become "lieutenants" in the faction 
(each faction tends to have two or more lieutenants who help run the 
faction and communicate with the members). Finally, one lieutenant will 
inherit the faction on the death or retiiement of his faction leader, or 
after the leader has served as prime minister. Occasionally, a 
lieutenant who baa been passed over in favor of another may take some of 
his colleagues with him, bolt the faction, and form his own. Since the 
formation of the LDP in 1955 there have generally been five major 
factions and several minor ones at any one time. 

If factions provide the member with endorsements, campaign funds, and 
career rewards, they also give the faction leader what he wants most— a 
solid base of support in his struggle to become th^ party and national 
leader. For most of the postwar period, the party president was chosen 
only at a national convention, one in which large amounts of money 
allegedly changed hands to sway uncommitted delegates. Public reaction 
against this kind of "money politics" was heightened by the Lockheed 
aircraft procurement scandal in which former Prime Minister Kakuei 
Tanaka wus indicted on bribery charges (and later convicted; he is 
presently free while his case is being appealed). In the face of such 
public pressure, the LDP reformed its selection process to include a 
party "primary" in which all LDP "members" and "associate members" who 
banre paid a nominal fee to Join the party could participate. 
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In fact> this reform did little more than force factions to mobilize 
their Diet menbers* constituents to join the party and to vote as a bloc 
for their faction leader in the primary. Moreover, if there are fewer 
than four candidates, the choice is irade by a vote at the Liberal 
Democratic National Convention, composed almost entirely of Diet 
m«nbers. Even if there is a primary, it is only a preliminary stage to 
selection. Through a complicated process of allocating points to those 
who get the most voti^a in each region, the three "winners" emerge. These 
three then compete in a runoff election held at the convention. If none 
of the three receives a majority on the first ballot, the last-place 
candidate drops out and a final convention runoff vote is held. Thus, 
the Diet member factions remain the only route to the leadership of the 
LDP and thus of Japan. In effect, only five individuals—the main 
faction leaders of the LDP — have any chance of becoming prime minister. 

Factional Coalitions and Semi-Collective Leadership 
No single faction has a majority of LDP Dief members. The largest 
faction for several years has been that of Tanaka (who despite the 
Lockheed scandal has remained a kingpin of the LDP), with about 
one-quarter of the LDP Diet members. To become party leader and prime 
minister, a faction leader must form a coalition with other faction 
leaders. Nakasone, for example, has been kept in power for five years 
by the combined support of his own faction— only the fourth largest in 
the LDP—the Tanaka faction, and the Suzuki/Miyazawa faction. The 
Pukuda/Abe faction and the Komoto faction, although they have held some 
cabinet posts under Nakasone, have not been part of this LDP 
•mainstream" coalition and have constituted a sort of intra-LDP 
opposition to the Nakasone administration. 
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Becoming prime minister in Japan is a game of factional coalition, 
deals, and rewardt to one's own faction and one's allies' faction 
(especially of cabinet and top party posts). On becoming prime 
minister, therefore, the party leader is greatly beholden to his allied 
faction leaders: he must consult with them constantly and be cartful not 
to alienate then lest they withdraw their faction's support and oppose 
him in the next party presidential contest. To a lesser extent he must 
also take heed of the factions not aligned with him, lest they maneuver 
against him and try to embarrass him out of office prematurely. The 
most famous example of this was in 1980 when factions opposed to Prime 
Minister Ohira took the unprecedented step of boycotting a vote of "no 
confidence" initiated by the Socialist Party in the Diet, forcing Ohira 
to call a House of Representatives election. 

For these reasons, prime ministers of Japan have tended to be merely the 
"first among equals" in a semi-collective leadership. The system has 
tended to produce prime ministers who were colorless maintainers of the 
status quo, politicians of the back room instead of popular heroes, 
bureaucratic balancers rather than innovative pioneers. 
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III. FILLTM G HAKASQMB'S S Hnpg 
THE CAWDIDATES FOR SOCffiggnp 



Hakaaone*s Legaoy 

The next prlae Binlster will inherit a deeply changed political 
landscape, thanks to Makasone. The defense consensus has been altered 
considerably, O.S.-Japan relations are fundamentally different, Japan 
has becooe aueb more internationalized, and the public has greater 
expectations for their prUu minister as a domestic and world leader 
than before. Whoever wins must come to grips with these changes. 

lIakasone*s most striking initiatives were in foreign policy and defense. 
His first trip abroad was to South Korea, symbolizing the continuing 
economic and strategic importance of that country to Japan (despite 
their history of bittar relations) . Nakasone established a personal 
rapport with President Reagan that came to be characterized by their 
immediate use of first-name nicknames, -Ron and Yasu.- Later, he was 
prominent at summit meetings of the seven industrialized democracies. 
Nakasone's official 1985 visit to Tasukuni Shrine (built to honor 
Japan's war dead) provoked great criticism at home and abroad. 

Article n of the Japanese Constitution forbids Japan from waging war or 
maintaining armed forces. Though the article has been interpreted as 
allowing the right of self-defense (thus Japan's army is called 
"Self-Defenae Forces*), anti-war public opinion put severe limitations 
un Japanese defense policy. Nakasone* s assertive defense initiatives 
broke through sane of these limitations. Among the defense policy 
•taboos" that were broken under Nakasone were an agreement to sell 
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advanced Japanese technology with military uses to the United states, a 
promise to defend Japan's crucial sea lanes up to 1,000 miles from 
Japanese shores, md a decision to participate in SDI research. Host 
important, he consistently increased the defense budget (a 5 percent 
incremeni; to $23.5 billion in fiscal 1986), despite austerity policies 
in other budget areas. This represented a de facto abandoment of the 
eleven-year-old cabinet policy of limiting defense expenditures to 1 
percent of GHP. (Nakasone failed to convince his party to formally 
abandon this limit.) 

Nakasone initiated nev policy - id political style on the domestic front 
as well. With support of the big business community, he pushed through 
the break-up and privatization of the debt-ridden national railways and 
the giant corporation for telephone and telegraph service. Also as part 
of his -administrative reform" plan, he brought public spending under 
control. (Deficit spending had reached almost 40 percent of the annual 
budget by the late 1970s.) In 1986, he tried to introduce an indirect 
national sales tax to compensate for revenue lost in granting an income 
tax cut to stimulate consuoer spending. let he suffered the humiliation 
of having to drop the plan even after it had been introduced into the 
Diet. 

Ha*:asone's Innovative Taot^ea 

Why has Nakasone been able to accomplish all this? The answer 
undoubtedly lies in the combination of the man and the timing of his 
term as prime minister. Always something of a maverick in postwar 
factional politics, Nakasone holds political views that are more 
"populist" than "establishment" conservative (in this respect he 



reseables hla Aaerloan contemporary Ronald Aeagan). Onllke most postwar 
Japanese prime ministers, Hakasone has spent most of his career as a 
professional politician, not a high-level bureaucrat. Known to distrust 
total reliance on the bureaucracy, one of his favorite tactics to bring 
about policy change was to appoint advisory councils (as in the cases of 
administrative reform and education) of hand-picked outside experts who 
would then publicly recommend to him changes in policy that he wanted, 
building popular support for the reform in the process and making an 
"end run" around any resistance from the bureaucracy. 

The skill required of a Japanese leader has primarily been the ability 
to wheel and deal with fellow politicians, not the ability to mobilize 
public opinion. Hakasone was the first postwar prime minister to use 
television to build a power base Independent of factional politics. He 
then used the resulting personal popularity he received as a lever in 
factional politics. Other faction leaders found it difficult to 
manipulate him out of office as long as his popularity was so great and 
as long as it was redounding to the benefit of the party. 



It was the timing of Nakasono's term as prime minister, however, that 
allowed his personality and tactics to be effective. By the early 
1980s, a more self-confident generation of postwar Japanese had become 
less attached to the taboos of postwar foreign and domestic policy, 
ready for a leader who could reawaken national pride. Public opinion 
polls have consistently shown that those who support the Hakasone 
•dmlnistratlon cite his handling of foreign policy more frequently than 
any other reason, and m 1985 three-quarters of the Japanese polled 
•zpresaed approval of the Hakasone administration's diplomacy. Many 
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Japanese feel that Nakasone's defense Inltlatlvea, his personal 
friendship with Reagan, and his popularity in the United States helped 
■Itigate the increasing Aaerican hostility over the trade deficit. 



Hakasone's tenure in office also coincided with scaething of a vacuw in 
postwar politics. The bureaucracy was still powerful but Increasingly 
divided and under challenge from a new breed of LDP politicians who knew 
as auch about their particular policy area as did the bureaucrats. 
Purther«)re, the great klnffuker, Tanaka, suffered a stroke in 1985 that 
weakened his political power considerably. This freed Hakasone from his 
influence and fro« the stlgn of being backed by a aan identified with 
corruption. Perhaps aost iiq>ortant, all the major postwar faction 
leaders except Hakasone had already been priiK Biuister. The aajor 
lieutenants to these faction leaders were considered too Inexperienced 
or had not yet inherited the factions from their predecessors. 

Hakasone, although subject to the political process that produces 
leaders and policy in Japan, was also a unique politician governing in a 
period of transition. It is this period of transition that is now 
drawing to a close as a new generation of faction leaders prepares to 
assuM power. 
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Profiles of the Caadldatea 



Moboru Takeshlta 

Age: 63 Bducmtlon: Vaseda OnlTerslty 

Paction size: 113 

Current poaitlona: LDP Secretary-General, 1986-; 

Hesbert Houae of Representatlrea, 1958— 
Paat positions: Minister of Pinance, 1979*80, 1982-86; 

Minister of Construction, 1976-78; 

Junior higb school teacher. 1947^1. 

Takeshlta is the front-runner at this vrltlng. As finance minister, he 
was hearily involTCd in frequent International negotiations on the 
yeuHlollar relationship. He has been elected to the Diet eleven tines. 

One of the lieutenants of the Tanalca faction, Takeshlta vas not Tanaka's 
diolce for his successor. But after Tanaka's stroke, Takeshlta 
Increasingly gathered support aaong faction Mbers for his own 
candidacy. His aajor probles vas to uke clear his Intentions to run 
vhil« crolding an open break with his foraer faction boss. Vhen 
Tanaka^s choice, llkalte, declared his Intention to run for prlae 
minister in aid-May, Takeshlta was forced to aove openly. On July 4 he 
announced the formation of his own faction, taking with him all but 18 
of the 141 members of the Tanaka faction. 

Of all the candidates, Takeshlta has tried to Identify himself most with 
Vakasone. Asked in an Interview about any differences between him and 
the prime minister, he responded, "The difference between Nakasone and 
me Is that he^s taller and gives magnificent speeches." These seemingly 
insignificant differences nonetheless relate to a more fundamental 
variance from lakasone. Cool in style, quiet, and self-effacing in a 
typically Japanese manner, he Is unlikely to be able to use media 
politics as lakasone did. 

On the other hand, Takeshlta is talented at consensus-building, with a^l 
the advantages and dis^vantages that implies for effective action in a 
time of crisis. Also, he Is known more for his finesse in party affairs 
and his encyclopedic knowledge of elections than for governmental or 
foreign policy decision-making. Less internationalist than Abe or 
Mlyazawa, Takeshlta Is not known to be adept speaking English 
(although he once taught It in middle school) . One lq>ortant skill he 
has In abundance, however, is fundralslng. Perhi4)s an early sign of his 
front-runner status, Takeshlta raised more money in 1984 than he did a 
year earlier, while his rivals were bringing In less. This Is one 
talent that may have helped to convince so many Tanaka faction members 
that their future prospects were brighter with TcJceshlta than with 
Tanaka^s favored heir apparent. 

Despite a hlst<»7 of bitterness between their former mentors— Tanaka and 
Pukuda— and their factions, Takeshlta and Abe are friends, having known 
each other since th«y were both elected to the Diet In 1958. With the 
party ^s largest faction behind him, Takeshlta would be virtually assured 
of winning should he be able to make a deal with Abe and receive 
lakasone ^s blessing as well. 
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Shlntaro Aba 



Age: 63 Education: Tokyo Onlverslty 

Fftetlon size: 66 

Current poa^tlcns: Chalraan, LDP Executive Council, 1986-; 

Heater, House of Representatives, 195^-. 
Past positions: Minister of Foreign Affairs, 1 982-86; 

Hlnlster of International Trade and Industry, 1981-82; 

Minister of Agriculture and Forestry, 1974-76; 

Journalist, g*.<-K»«, 1949-56. 

Abe has been elected to the Diet ten tines. His policy inclinations 
have been aost articulated in foreign policy: he oslla for "creative 
diploMcy" in which Japan takes greater political initiatives to 
aolidlfy its relationship with Western and Asian nations but also works 
tonard am control with the Soviet Union. 

The heir to foraer PrlM Minister Fukuda's faction, Abe is married to 
the daughter of forwr Prime Minister Kiahi, who had to resign from 
office over protests surrounding renewal of the O.S. -Japan Security 
Treaty In I960 but who remained an influential LDP leader past his 90th 
birthday until his recent death. Onllke his father-in-law, Abe has 
never been very controversial; he was a loyal member of the Nakasone 
administration and seems inclined to see a leader's political role as a 
cautious, balancing role. He has said, "Politics doesn't mean flying 
colorful advertising blimps or staging spectacles. I don't think 
there's anything wrong with sitting on the fence." Nonetheless, a 1986 
opinion poll showed Abe to be the public's choice as most acceptable of 
the candidates to be prime minister, especially among older voters. It 
is said that he is also the choice of the bureaucrats because of his 
hard-working, low-key style. It is difficult to imagine Abe initiating 
very controversial policies in the style of Nakasone. 

Abe's best chance for becoming prime minister might be as a compromise 
candidate should Takeshita and Mlyazawa fail to form a winning coalition 
and should Nakasone throw his support to him. 



Kilchl Mlyasawa 

Age: 68 Education: Tokyo University 

Faction size: 89 

Present positions: Minister of Finance, 1986-; 

Member, House of Representatives, 1967-. 
Past positions: Chairman, LDP Executive Council, 1984-86; 

Minister of Foreign Affairs, 1974-76; 

Minister of International Trade and Industry, 1970-71; 

Director General of Eoonamic Planning Agency, 1962-64. 

1966-68, 1977-78. 

Mlyazawa is the oldest of the three main candidates, only two years 
younger than Nakasone. He is still considered a "new generation 
leader," however, having been for the past several years first a 
lieutenant In the faction of former Prime Minister Ohira (who died in 



office In 1980 during an election campaign) and then co-leader of that 
faction with former Prime Minister Suzuki. 

Of the three candidates, Miyazawa*s policies are least like Nakasone*s. 
i former bureaucrat in the Ministry of Finance before winning election 
to the Diet c .gbt times, he is said to dislike Nakasone*s going around 
the bureaucracy by using advisory commissions. Miyazawa is probably the 
most "establishment-oriented" of the candidates, as well as the most 
intellectual (one reason he is a favorite of Japanese Intel lectua' s) . 

Miyazawa is also the only candidate to have publicly distanced himself 
from Nakasone by offering an alternative progi am of what the country 
needs. Dubbed the "asset-doubling plan,* Miyazawa calls for an 
expansion of Japan's domestic econcmiy through heavy investment in 
infrastructure (housing, sewers, etc.). This, he believes, would help 
stimulate domestic spending and Imports to help solve the trade crisis. 

With his reputation for internationalism, his excellent ability in 
English, his strong sense of J^^panese national identity, and his 
Willingness to be controversial at times, it may ironically be Miyazawa 
irtio most resembles Hakasone in personal style. Tet, like Abe and 
Takeshita, he shies away from Nakasone *s use of tb^ media as a tool to 
mobilize popular support. Asked about Nakasone *& use of television, 
Miyazawa has been quoted as saying. "For a man of his generation, 
Nakasone anticipates new things well. I*m not so good at that." More 
important, he may be the candidate with the least flexibility toward 
American demands on defense and trade— he published an article a few 
years ago in which he labeled the United States *s continual criticism of 
Japan as "unfair." Although a friend of former Secretary of State Henry 
Kissinger, Miyazawa is said to have more personal contacts among 
American Democrats than among Republicans. 

Miyazawa *s prospects are probably not as good as Takeshita 's or even 
Abe*s, due in part to his critical stance of Nakasone earlier in his 
administration. Nakasone may prefer to support either of the others 
over Miyazawa. Without Nakasone *s blessing it may be difficult for him 
to win unless he can somehow convince Takeshita to step aside and 
support him, or unless he can convince Abe to forge an anti-Takeshita 
alliance against Abe*s friend. 



Susumu Nikaido 

Age: 78 Education: Oniversity of Southern California 

Faoiisn size: 18 

Current position: Member, House of Representatives, 1946-. 
Past positions: 7ice President, LDP, 1983-? 

Secretary-Oeneral, LDP, 1974, 1981-83; 

Chief Secretary, Cabinet, 1972-74. 

Nikaido has virtually no chance of winning. Although he is Tanaka*s 
favorite to succeed him as faction head, Nikaido was able to keep only 
ei^teen members loyal to him when Takeshita split from the faction and 
formed his own. Onder great pressure to stay out of the race, Nikaido 
nonetheless seems intent on trying to get the support of 50 Diet 



members, as ia necesaary to be an official candidate, forcing a party 
presidential primary. 

This is not the first time Nikaido has tried tj play the role of 
spoiler. In 1984, he made an abortive attempt to challenge Nakasone's 
reelection as party president. Nilcaido may be hoping to mobilize enough 
support to be the crucial swing vote in determining which of the other 
candidates wins. In any event, this will likely be Nikaido's, and 
Tanaka's, last hurrah. 

Compartnff ^Ha Candidates 

Each of the three major contendors in che race would bring their own 
distinctive emphases and backgrounds to the post of prime minister. 
Abe's strength is in foreign policy; Takeshita is adept at party 
political affairs; Miyazawa is knowledgeable in bureaucratic ways and 
has his own domestic program. Each, however, also has scxne experience 
In the other's area of strength. 

The three prime candidates 's similarities are more striking than their 
Individual differences. All are of the same generation; all graduated 
from the universities that tend to produce Japan's political elite; all 
three are emerging for the first time as faction leaders, having spent 
the Nakasone years grooming themselves for succession. Each has held 
major posts under Nakasone and has been consulted on and has helped 
implanent his policies. And all have had international experience, 
including negotiating with the United Sta^.es over trade or finance. 

Yet none of them seem like Nakasone in crucial respects. They are all 
likely to follow the rules of the traditional political game and to be 
less innovative than Nakasone. Each seems more a consensus-maker than a 
consensus-breaker. All eschew Nakasone's personalist style of media 
politics for mobilizing popular support. It is impossible to tell what 
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will happen once in office — few would have predicted Nakasone*s success 
and popularity before he took office. But given their backgrounds and 
characteristics, ifflerioans and perhaps some Japanese may find Takeshita 
8<»ewhat parochial, Abe relatively boring, and Mlyazawa a bit 
inflexible, compared to Nakasone. 

Regardless of their personal strengths and weaknesses, none of the three 
prospective prime ministers will have the unusual latitude for 
innovation that Nakasone did. The next pr^jse ninister undoubtedly will 
have to rely on at least one, and perhaps both, of the other contenders 
to maintain himself in power. And there will be Nakasone to contend 
with— undoubtedly trying to play the role of kingmaker himself. In 
these respects, the candidates seen a throwback to the pre-Nakasone era 
of faction leaders, and their situation a revival of the collective 
leadership-coalitions-power broker politics of the past. Before the 
1980s, faction leaders had mostly the traditional political skills 
Japaner.e politics required of them; in the changed domestic and 
international envirooment of today, the question is whether Japan can 
afford these kinds of leaders again. 
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IV. PITY T HE WINNER! THE CHALLENGES AHEAD 



The Japanese Response to Trade Frictions 

The most pressing problem the new prime minister will face is the 
growing crisis in U.S. -Japan relations over trade. Strongly prodded by 
O.S. pressure, Japan has adopted various measures to open It^ martcets to 
foreign firms. For example > Japan *s import and product -testing 
regulations have been made more flexible to make it easier for foreign 
firms to import their products into Japan, and its financial martcets 
have been liberaUzed. 

Most recently, the so-called "Maekawa Report," written by a commission 
established by Nakanone, accepted the structure of the Japanese economy 
as the origin of the t'^ade imbalance and recommended sweeping changes to 
increase domestic demand, iiq)rove access of foreign firms to Japanese 
markets, and promote international efforts to stabilize exchange rates. 
Various ministries and pressure groups opposed its implications, and the 
press and some intellectuals criticized it for assuming that the trade 
crisis was primarily Japan's fault. When Nakasone gave a copy of the 
report to Reagan on a visit to Washington in April 1986, he was further 
criticized by some in his own party for implying it was Japanese 
government policy before it had been approved by the party and the 
government. Other than the $40 billion (T6 trillion) economy 
stimulation pac^*^e the government proposed in spring 1987, it is 
questionable whether much else the report recommends can be implemented 
in the near future. 
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The reaction to the Maekawa Report underscores the difficult}* that even 
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a highly popular prlne minister haa in overcoming vested interests 
within his own party, its support groups, and the government. It also 
underlines the way Japanese perceptions of the trade crisis differ from 
Americans* views. While many Americans assume that the cause of the 
problem lies in Japan's ^'unfair* trade policies, many Japanese feel that 
the origins of the imbalance lie in the high U.S. budget deficit or in 
the inability of U.S. companies to compete with Japanese firms. The 
Japanese media, a pervasive .influence la the country, tend to disagree 
with U.S. arguments about the trade problem. A poll conducted in both 
countries in mid-*1985 found that 70 percent of Japanese thought the 
United States was blaming Japan for its own economic problems. 

Relations with Japan worsened even further this spring with the 
revelation that Toshiba Machinery Coiq>any filed fake export license 
documents in order to sell computerized milling machinery to the Soviet 
Union to produce quiet submarine propellers almost impossible to detect 
by sonar. An angered U.S. House of Representatives passed a resolution 
demanding Japan pay $30 billion in compensation to the United States, 
and soon thereafter the U.S. Senate passed a bill that would ban all 
Toshiba exports to the United States for at least two years. 

Japanese reactions to the incident; have buen a mixture of irritation 
with the United States and attempts to propitiate American anger. 
Executives of Toshiba Machinery Company have been arrested, and the 
Japanese government has pledged to tighten its controls on 
hig^. -technology exports to the Soviet Union. Although the parent 
company itself was not directly involved in the sale, the two top 
executives of the parent corporation resigned in a traditional Japanese 




aetbod of taking responsibility for tbe damage done. 



As expressed in tbe media, bowever, tbere was also anotber reaction: a 
sense of inoomprebension and anger at tbe deptb, extremity, and 
bitterness of American bostility toward Japan, Altbough a Norwegian 
company bad also sold related technology to tbe Soviet Union, many 
Japanese felt tbat almost all tbe American bostility in tbe case was 
directed at Japan. A few U.S. Congressmen were pbotcgriqpbed smasbing a 
Toshiba radio to express their bostility to tbe company over this 
incident, and tbe photo generated shock and anger in Japan. 

Six Key Tasks for the New Prime Hinister 

The course that Japan's next prime minister must follow is fairly clear. 
Nakasone*s innovations, the requirements imposed by the trade crisis 
with the United States, and the environment confronting the LDP and 
Japanese society today all indicate the outlines of the winner •s tasks. 
There are at least six of these. Accomplishing these tasks will require 
walking a fjiue line between often contradictory choices. 

1) Restructure th e Econoav. Japan must increase imports to resolve the 
trade crisis with the United States. This must be done without unduly 
haraing the small and medium-sized firms Inat provide the majority of 
Japanese with jobs and that also provide a share of LDP support. It 
muse also be uone without seeming to cave in to American demands, lest 
the growing latent nationalism of tbe Japanese public should produce a 
political backlash. 



2) Stimulate the D omestic Eoonomv. One way to increase imports, as 
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Miyazawa baa augg^atedt la to apur domeatlc apendlng. Dilemma: 
aoooiq)llab tbla without reviving Inflation and without maaalve 
government debt. After eight yeara of flacal auaterlty, Japan haa 
flzially brought Ita budget deflclta under control, and heavy government 
apetxllng to apur growth would undermine tbla, eapeclally given the 
recent tax cuta and tax reform carried out by Nakaaone. 

3) Stabilize the Yen. The rapid appreciation of the yen alnce 1985 baa 
made Japaneae gooda more expenalve abroad and American gooda che8{>er In 
Japan t thua helping the trade Imbalance. But It alao haa had negative 
economic and political r^ercuaalona in Japan. Further appreciation of 
the yen would likely further hurt the econcmy and be politically 
unpopular; a return to a cheaper yen would exacerbate the trade crlala. 

4) Make Cautloua Progreaa on Defense. If Nakaaone'a defense Inltlatlvea 
are not Implemented and built upon, the United Statea may become 
dlalllualoned with Japan* a commitment to Ita own defenae, and this may 
Intenalfy O.S. hoatlllty over the trade crlala. Tet If too rapid a 
military buildup la undertaken, the government runa the great rlak of 
reviving the old tabooa on the defenae queatlon, alarming Aalan 
nelghbora and oaualng Inatablllty In the region. 

5) Maintain the LDP 'a Support Baae. Without Nakasone*a popularity, the 
LOP muat lean even more heavily on ita dlverae coalition of aupport 
groupa. Tet major confllota are developing among theae groupa. The 
moat aerloua la that between big bualneaa and the urban salaryman on the 
one band and agriculture and the farmers on the other. Bualneaa and 
urban voters are Increaalngly urging reform of Japan's agricultural 
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policy that protects and subsidizes farmers and keeps land and food 
prices high and farming inefficient. Tet the farm vote has been one of 
the major reasons the LDP has been able to stay in power. 

6) Manage a Changi ng International Environment. In addition to the 
deteriorating relationship with the United States » Japan's role in world 
affairs has become increasingly complex. Responding to Gorbachev's 
overtures for a better relationship with Japan is made difficult by a 
long-simmering conflict over "the Northern Territories," small islands 
north of Hokkaido that the USSR took after World War II but which Japan 
still claims as its own. Also, Japan's leading role in other Asian 
economies clashes with Asian nations' sensitivity to dominance by Japan. 

While the tasks ahead for Japan's new leader are clear, the prospects 
for accomplishing them are extremely uncertain. The problem with 
following an innovative leader is that the successor inherits the less 
glamorous Job of consolidating and implementing the new policy 
directions as well as the iiq>ossible expectations of living up to his 
pr^ecessor. Only the future can answer the question of whether 
Hakasone's policies are possible without Nakasone at the helm. 



Implications for the United States 

For the United States, the stakes of this leadership transition and of 
not understanuxng its context are enormous. If Japan's next prime 
minister cannot or will not overcome the political limitations of his 
position and quickly make significant progress toward easing the trade 
friction, it may prove Impossible to restrain protectionist forces in 
the United States. If that hivpens, the United States may suffer along 
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vltfa Japan in the long run from rising consumer prices and from the 
unwillingness or Inability of Inefficient industries to become more 
competitive. Lack of effective action on Japan's part may also 
encourage American leaders to try to resolve the trade problem by 
continuing to allow the dollar to depreciate vls-a-vls the yen. This 
would damage the Japanese economy and create political problems for the 
LDP, the staunchest supporter of the U.S. -Japan alliance among Japanese 
parties; but It would also ultimately lower the standard of living of 
Americans and create Instability In world financial maricets. A 
worsening of the crisis In the relationship may also discourage Japanese 
Inveetment In U.S. stock and bond markets. Tet it Is In large part 
Japanese morey that has financed the O.S. national debt. 

All responsibility for these unpleasant scenarios, however, does not 
rest with the new Japanese leader. America's leaders must also cut 
through the thicket of its own political and Industrial inertia to solve 
the economic problems that contribute to the deficit. Equally 
Important, it Is unrealistic for Americans to expect that the next prime 
minister will be Just like the past one; If Washington does expect this. 
It may be disappointed, and disappointments have a way of leading to 
Impatience and anger and to unwise, precipitous, and ultimately 
self defeating actions. 

Perhaps never before has the United States been so dependent on another 
nation for Its prosperity as It is today with Japan. For the United 
States, the selection of Japan's next leader Is not a minor event In the 
life of a distant cousin; It Is an Important transition In the 
development of a member of our Immediate family. 

-27- .'?2 



APPENDIX I 
ECONOMIC FACT SHEET 



1) 



3) 





1984 


1985 


1986 


1987* 


Socioeconomic Indicator q 










Population (millions) 


120.0 


120.8 


121.5 


122.2 


Urban population as 










percentage of total (%) 


76 


76 


76 




Life expectancy at birth (years) 


76 


77 




77 


Number of lawyers (thousands) 






13.1 




Japanese living abroad 










(thousands) 




480.7 






U.S. citizens living in 










Japan (thousands) 




29.0 






Economic Indicators 










Nominal GNP (Y'OGG billion) 


298.5 


317.3 


336.7 




Per capita GNP (US$) 10, 


650 


11,330 






Real GNP growth rate (%) 


5.1 


4.7 


2.5 


3.0 


Inflation rate (CPI) 


2.2 


2.1 


0.4 




Official unemployment 










rate (Z) 


2.7 


2.6 


2.7 


3.25 


Discount rate (%) 


5.0 


5.0 


3.0 


2.5^ 


Balance of Payments and Trade 










Current account balance 










(US$ billion) 


35.0 


49.17 


85.96 


20.56^ 


Trade balance (fob; 










US$ billion) 


44.3 


56,0 


92.7 


23.2^ 


Export volume growtn (%) 




5.9 


0.6 


3.4 


Import volume growth (%) 




0.7 


10.1. 


8.1 


Merchandise trade balance 










with U.S. (US$ billion) 


36.8 


49.7 


58.6 


34.8^ 


Net direct foreign 










investment (US$ billion) 


5.97 


5.81 


14.25 




Net purchases of U.S stocks 










(US$ billion) 




.257 


3.2 


3.4" 
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4 ) External Flnanc e 



1984 1985 1Q36 1987* 



Total reserves minus gold 

(US$ billion) 26.4 26.7 42.3 69.0^ 

Average yen/dollar 

exchange rate 237.5 238.5 168.5 144.48^ 

Net foreign assets 

(US$ billion) 129.8 180.4 



1974 1982 1983 1984 



5) Defense Indicators 



Military expenditures (constant 

1983 US$ millions) 6,586 10,950 11,600 12,280 

-United States 229,200 

Armed forces (thousands) 237 2^ 241 241 

-United States 2,244 

Defense spendlng/GNP (%) 0.8 1.0 1.0 1.0 

-United States 6.3 

Defense spending /central 

government expenditure (%) 5.6 5.1 5.2 5.4 

-United States 26*4 

Military expenditure per capita 

(ccistant 1983 US$) 60 92 97 102 

-United States 968 



forecast 
a June 1987 
b 1st quarter 1987 

c through July 1987; figures on the trade balance are from the U.S. Bureau 
of the Census 



Sources: 

Far Eastern Economic Review, Asia Yearbook (various issues). 

IMF, International Financial Statistics (August 1987). 

Japan Economic Institute, Japan Economic Survey (various issues). 

Japan Economic Institute, JEI Reports (various issues). 

Japanese Ministry of Foreign Affairs, Background Statistics on the 

Japanese Economy (May 1987). 
Keizai Koho Center, Japi.a 1987; An International Comparison . 
The Population Institute. 

U.S. Arms Control and Disarmament Agency, World Military Expenditures 

and Arms Transfers 1986 . 
World Bank, World Development Report (various editions). 
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APPENDIX II 



1) Genealogy of the LDP's Five Major Factions. 1965-87 





1965 




1975 




1985 




1987 


Faction 
Leader 


Diet 
Members 


racuion 
Leader 


Ulet 
Members 


Faction 
Leader 


Diet 
Members 


Faction 
Leader 


Diet 
Members 


Sato 


96 


Tanaka 


84 


Tanaka 


113 


Takeshlta 
Nlkaldo 


113 
18 


Maeo 


62 


Ohira 


58 


Suzuki 


77 


Mlyazawa 


89 


Fukuda 


21 


Fukuda 


77 


Fukuda 


67 


Abe 


86 


Kono 


60 


Nakasone 


46 


Nakasone 


67 


Nakasone 


81 


Mlkl 


47 


Mlkl 


42 


Komoto 


33 


Komoto 


32 



Sources : 

Hans Baerwald, Party Politics In Japan (Boston: Allen & Unwln, 1986), p. 27. 

Japan Economic Survey (August 1987). 

Far Eastern Economic Review (various Issues). 



2) Prime Ministers of Japan, 1946-87 



Date of Initial Prime 
Cabinet Formation Minister 



Hay 22, 1946 


Shlgeru Yoshlda 


May 22, 1947 


Tetsu Katayama 


March 10, 1948 


Hltoshl Ashlda 


October 15, 1948 


Shlgeru Yoshlda 


December 10, 1954 


Ichiro Hatoyama 


December 23, 1956 


Tanzan Ishlbashl 


February 25, 1957 


Nobusuke Klshl 


July 19, 196u 


Hayato Ikeda 


November 9, 1964 


Elsaku Sato 


July 7, 1972 


Kakuel Tanaka 


December 9, 1974 


Takeo Mlkl 


December 24, 1976 


Takeo Fukuda 


December 7, 1978 


Masayoshl Ohlra 


July 17, 1980 


Zenko Suzuki 


November 27, 1982 


Yasuhlro Nakasone 



Source: 

Asahl Nenkan , 1985, In Kelzai Koho Center, Japan 1987: An 

International Comparison (Tokyo: Keizal Koho Center, 1987), p. 95* 
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Ba«rwald, Hans H. Party Poli tics m Japan . Boston: Allen & Unwln, 



Campbell, John C. «^he Politics of Fairness and the O.S. -Japanese 
Helatlonanip." in The Japanese Competition; Phaae 2 . pp. 103-124. 
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